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Title  31 — Money  and  Finance 

CHAPTER  II— FISCAL  SERVICE,  DEPART¬ 
MENT  OF  THE  TREASURY 

SUBCHAPTER  B— BUREAU  OF  THE  PUBLIC 
DEBT 

PART  344 — REGULATIONS  GOVERNING 
UNITED  STATES  TREASURY  CERTIFI¬ 
CATES  OF  INDEBTEDNESS— STATE 
AND  LOCAL  GOVERNMENT  SERIES; 
UNITED  STATES  TREASURY  NOTES — 
STATE  AND  LOCAL  GOVERNMENT 
SERIES;  AND  UNITED  STATES  TREAS¬ 
URY  BONDS — STATE  AND  LOCAL 
GOVERNMENT  SERIES 

AGENCY:  Department  of  the  Treasury, 
Bureau  of  the  Public  Debt. 

ACTION :  Final  rule. 

SUMMARY:  The  regulations  governing 
United  States  Treasury  Certificates  of  In¬ 
debtedness,  Notes  and  Bonds — State  and 
Local  Government  Series  have  been  re¬ 
vised  to  restrict  the  funds  eligible  for 
investment  in  these  securities,  to  pre¬ 
scribe  a  more  effective  penalty  provision 
for  the  premature  redemption  of  such 
securities,  and  to  otherwise  update  the 
applicable  requirements. 

EFFECTIVE  DATE:  December  27,  1977. 

FOR  FURTHER  INFORMATION  CON¬ 
TACT: 

Calvin  Ninomlya,  Chief  Counsel,  Bu¬ 
reau  of  the  Public  Debt,  Department  of 
the  Treasury,  Washington,  D.C.  20226, 
202-376-0243. 

SUPPLEMENTARY  INFORMATION: 
On  December  27,  1976,  a  notice  of  pro¬ 
posed  rulemaking  was  published  in  41 
FR  56208  with  respect  to  the  adoption 
of  revised  regulations  (31  CFR  Part  344) 
to  govern  United  States  Treasury  Cer¬ 
tificates  of  Indebtedness,  Notes  and 
Bonds — State  and  Local  Government 
Series. 

Included  among  the  principal  changes 
proposed  were  the  following:  (a)  Avail¬ 
ability  of  securities  In  a  minimum 
amount  as  low  as  $1,000,  or  in  any 
larger  amount  in  multiples  of  $100;  (b) 
certificates  available  for  terms  as  short 
as  45  days;  (c)  investment  restricted  to 
fimds  consisting  solely  of  proceeds  of 
obligations  described  in  Section  103(a) 
of  the  Internal  Revenue  Ck)de,  and  in  an 
amoimt  not  more  nor  less  than  that 
subject  to  certain  yield  restrictions;  (d) 
a  waiting  period  of  up  to  60  days  to 
make  settlement  on  subscriptions;  (e) 
restrictions  on  the  resubmission  of  sub¬ 
scriptions  that  were  previously  unpaid  or 
cancelled;  (f)  a  week’s  notice  for  re¬ 
demptions  prior  to  maturity;  and  (g) 
a  penalty  formula  to  be  applied  where 
premature  redemptions  would  disadvan¬ 
tage  the  Treasury. 

As  the  offering  of  Treasui-y  securities 
relates  to  the  fiscal  policy  of  the  United 
States,  it  is  not  normally  subject  to 
notice  and  public  procedures.  In  this 
case,  however,  since  the  offering  is  di¬ 
rectly  affected  by  the  arbitrage  regula¬ 
tions  of  the  Internal  Revenue  Service, 
which  were  also  undergoing  change,  no¬ 
tice  was  provided  to  give  Investors  eli¬ 


gible  to  participate  in  this  offering,  and 
other  interested  parties,  an  opportunity 
to  comment  on  the  proposed  rules.  At 
the  same  time,  since  tlie  offering  was  a 
continuous  one,  the  revised  rules  were 
made  applicable  to  all  Investors  electing 
to  subscribe  for  these  securities  during 
the  period  prior  to  their  final  adoption. 

While  interested  parties  were  given  an 
opportunity  to  submit  comments  on  the 
proposed  regulations  imtil  January  26, 
1977,  final  adoption  was  deliberately  de¬ 
layed  to  permit  observance  of  the  effect 
of  the  changes  over  a  reasonable  period 
of  actual  experience.  It  is  noted  that 
many  brokerage  firms  and  bond  counsels 
servicing  investors  elected  to  comment  on 
the  proposed  regulations  in  telephone 
conversations  with  Bureau  officials, 
rather  than  to  provide  their  views  in 
writing.  Of  the  written  responses  re¬ 
ceived,  no  substantive  objections,  as 
such,  w’ere  noted.  In  general,  the  com¬ 
ments  were  actually  suggestions  for  fur¬ 
ther  investor  accommodation,  e.g.,  an¬ 
nual  Interest  payments,  offering  accrual- 
tire  securities,  etc.,  all  of  which  could 
not  be  accepted. 

Following  due  consideration  of  com¬ 
ments  received  in  response  to  the  notice, 
and  after  reviewing  our  operational  ex¬ 
perience  therewith,  particularly  in  the 
light  of  Internal  Revenue  Service  re¬ 
quirements,  the  certification  provision 
in  the  proposed  regulations  was  modi¬ 
fied  to  conform  more  closely  with  the 
Internal  Revenue  arbitrage  rules,  and  to 
exclude  from  investment  funds  required 
for  disbursement  less  than  45  days  from 
settlement.  As  modified,  the  regulations 
governing  United  States  Treasury  Cer¬ 
tificates  of  Indebtedness,  Notes  and 
Bonds — State  and  Local  Government 
Series  (Department  of  the  Treasury  Cir¬ 
cular,  Public  Debt  Series  No.  3-72,  Re¬ 
vised,  dated  November  21,  1972,  as 
amended  (31  C?FR  Part  344) ) ,  are  hereby 
further  revised  and  amended  and  Issued 
as  Department  of  the  Treasury  Circular, 
Public  Debt  Series  No.  3-72,  Second  Re¬ 
vision,  as  set  forth  below,  pursuant  to  26 
U.S.C.  103  (a)  and  (d),  83  Stat.  656;  31 
U.S.C.  752,  753,  754,  754d;  and  5  U.S.C. 
301. 

Dated:  November  23, 1977. 

David  Mosso, 
Fiscal  Assistant  Secretary. 

Sec. 

344.0  Offering  ot  securities. 

344.1  Description  of  securities. 

344.2  Subscription  for  purchase. 

344.3  Issue  date  and  payment. 

344.4  Redemption. 

344.5  Generai  provisions. 

Authority;  26  U.S.C.  103  (a)  and  (d),  83 
Stat.  656;  31  U.S.C.  762,  763,  754c,  and  6 
U.S.C.  301. 

§  344.0  Offering  of  sceiirilies. 

In  order  to  provide  States,  mimici- 
palities  and  other  government  bodies 
described  in  Section  103(a)(1)  of  the 
Internal  Revenue  Code,  and  the  regula¬ 
tions  issued  under  Section  103,  with  in¬ 
vestments  tailored  to  their  needs  under 
those  provisions,  the  Secretary  of  the 
Treasury  offers  for  sale  thereto,  under 


the  authority  of  the  Second  Liberty 
Bond  Act,  as  amended* 

(a)  United  States  Treasury  Certifi¬ 
cates  of  Indebtedness — State  and  Local 
Government  Series; 

(b)  United  States  Treasury  Notes — 
State  and  Local  Government  Series;  and 

(c)  United  States  Treasury  Bonds — 
State  and  Local  Government  Series. 

The  term  “government  body”,  as  used 
herein,  refers  to  any  one  of  the  entities 
to  which  Section  103(a)  (1)  is  applicable. 
The  term  “securities”,  as  used  herein, 
refers  jointly  to  certificates,  notes  and 
bonds.  This  offering  will  continue  until 
terminated  by  the  Secretary  of  the 
Treasury. 

§  344.1  Description  of  sc«'urilics. 

(a)  General.  The  securities  will  be  is¬ 
sued  in  book-entry  form  on  the  books 
of  the  Department  of  the  Treasury,  Bu¬ 
reau  of  the  Public  Debt,  Washington,  D.C. 
20226.  They  may  not  be  transferred  by 
sale,  exchange,  assignment  or  pledge,  or 
otherwise. 

(b)  Terms. — (1)  Certificates  of  In¬ 
debtedness.  The  certificates  will  be  issued 
in  a  minimum  of  $1,000,  or  in  any  larger 
amount  in  multiples  of  $100,  with  ma¬ 
turity  periods  fixed,  at  the  option  of  the 
government  body,  from  45  days  up  to 
one  year,  or  for  any  intervening  period. 

(2)  Notes.  The  notes  will  be  issued  in 
the  minimum  amount  of  $1,000,  or  in 
any  larger  amount  in  multiples  of  $100, 
with  maturity  periods  fixed,  at  the  op¬ 
tion  of  the  government  body,  from  one 
year  and  one  day  up  to  and  Including 
ten  years,  or  for  any  intervening  period. 

(3)  Bonds.  The  bonds  will  be  issued  in 
the  minimum  amount  of  $1,000,  or  in  any 
larger  amoimt  in  multiples  of  $100,  with 
maturity  periods  fixed,  at  the  option 
of  the  government  body  from  ten  years 
and  one  day  or  for  any  longer  period 
specified  by  year,  month  and  day,  not 
to  exceed  40  years. 

(c)  Rates  of  interest.  Each  certificate, 
note  or  bond  will  bear  such  rate  of  in¬ 
terest  as  the  government  body  shall 
designate;  Provided,  however.  That  it 
shall  not  be  more  than  one-eighth  of  1 
percent  below  the  then  current  Treas¬ 
ury  rate  on  a  security  of  comparable 
maturity.  Interest  on  certificates  wiU  be 
computed  on  an  annual  basis  and  will 
be  payable  at  maturity  with  the  principal 
amount.  Interest  on  notes  and  on  bonds 
will  be  paid  beginning  on  any  interest 
payment  date  requested  in  the  subscrip¬ 
tion  form,  and  on  a  semiannual  basis 
thereafter  to  maturity.^  If  the  date  re¬ 
quested  for  the  first  interest  payment  is 
less  than  45  days  from  the  date  of  issue, 
no  assurance  can  be  given  that  such  pay¬ 
ment  will  be  timely  made.  The  final  in¬ 
terest  payment  on  notes  and  bonds  shall 
coincide  with  their  maturity  and  will  be 


ilf  the  first  Interest  payment  date  on  a 
note  or  bond  Is  March  31,  May  31,  August  29, 
30  and  31,  October  31,  or  December  31,  the 
alternate  semiannual  Interest  pairment  date 
will  be  September  30,  November  30,  Febru¬ 
ary  28  (February  29  In  leap  year),  April  30 
or  June  30,  respectively.  Otherwise,  Interest 
payment  will  be  made  on  numerically  cor¬ 
responding  dates  at  six-month  Intervals. 
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paid  with  the  principal.  The  applicable 
maximum  interest  rates  for  each  week 
may  be  determined  from  tables  which 
will  be  generally  available  no  earlier 
than  tho-  first  business  day  of  that  week 
at  Federal  Reserve  Banks  and  Branches. 
The  rate  tables  will  be  effective  for  all 
subscriptions  actually  received  by  the 
Banks  and  Branches  during  the  week  to 
which  the  tables  apply,  or,  where  mailed, 
by  the  stamp  date.  All  subscriptions  sub¬ 
mitted  by  mail  must  be  sent  by  certifie'd 
or  registered  mail. 

§  3  14.2  Sultscriplion  for  purchase. 

(a)  A  government  body  may  purchase 
securities  under  this  offering  by  submit¬ 
ting  a  subscription  and  making  payment 
therefor  to  a  Federal  Reserve  Bank  or 
Branch.  The  subscription,  dated  and 
signed  by  an  official  authorized  to  make 
the  purchase,  must  show  the  amounts, 
issue  dates,  maturities,  and,  on  the  basis 
of  the  applicable  table,  specify  the  in¬ 
terest  rates  of  the  securities  desired: 
the  semiannual  interest  payment  dates 
(in  the  case  of  notes  and  bonds);  and, 
the  title (s)  of  the  designated  official (s) 
authorized  to  request  early  redemption 
of  such  securities.  Subscriptions  submit¬ 
ted  for  certificates,  notes  and  bonds  must 
separately  itemize  securities  for  each 
maturity  and  each  interest  rate.  Each 
subscriber  will  be  required  to  certify  that 
the  total  investment  (1)  consists  only  of 
the  proceeds  of  obligations  described  in 
section  103(a)  of  the  Internal  Revenue 
Code,  and  (2)  is  not  more  nor  less,  within 
authorized  multiples  ($1,000  minimum 
and  increments  of  $100  over  such 
amount)  of  such  proceeds,  subject  to 
yield  restrictions  under  Section  103(c) 
of  the  Code,  and  the  regulations  issued 
thereunder,  except  for  any  portion  there¬ 
of  required  for  payment  due  less  than 
45  days  from  the  date  settlement  is  made 
for  the  securities  subscribed  for. 

(b)  Where  a  commercial  bank  sub¬ 
mits  a  subscription  on  behalf  of  a  gov¬ 
ernment  body,  it  must  certify  that  it  is 
acting  under  the  latter’s  specific  author¬ 
ization:  ordinarily,  evidence  of  such  au¬ 
thority  will  not  be  required.  Subscrip¬ 
tions  submitted  by  an  agent  other  than  a 
commercial  bank  must  be  accompanied 
by  evidence  of  the  agent’s  authority  to 
act.  Such  evidence  must  describe  the  na¬ 
ture  and  scope  of  the  agent’s  authoriza¬ 
tion,  the  legal  authority  under  which  the 
agent  was  designated,  and  relate  by  its 
terms  to  the  investment  action  being 
undertaken.  Subscriptions  unsupported 
by  such  evidence  will  not  be  accepted. 


§  344.3  Issue  date  and  pavineiit. 

The  subscriber  shall  fix  the  issue  date 
of  each  security  for  which  a  subscription 
has  been  submitted,  but  in  no  case  may 
such  date  exceed  by  more  than  60  cal¬ 
endar  days  either  the  date  of  receipt  of 
the  subscription  at  the  Federal  Reserve 
Bank  or  Branch  to  which  it  was  submit¬ 
ted  or,  where  mailed,  the  stamp  date 
thereof.  Full  payment  for  each  subscrip¬ 
tion  in  immediately  available  funds  must 
be  made  on  the  date  of  issue,  or  at  any 
time  prior  thereto.  Except  in  cases  where 
failure  to  complete  a  subscription  is 
established  to  have  been  due  to  circunl- 
stances  not  foreseen  or  contemplated, 
any  subscriber  which  fails  to  make 
timely  payment  for  its  subscription  will 
be  ineligible  thereafter  to  subscribe  for 
securities  under  this  offering  for  a  period 
of  not  less  than  six  months.  A  subscriber 
may  cancel  a  paid  subscription  within 
30  days  of  the  issue  date,  in  which  event 
the  purchase  price,  without  interest,  will 
be  refunded.  No  substitute  subscription 
therefor  will  be  accepted  for  a  period  of 
six  months. 

§  344.4  Redemption. 

(a)  At  maturity.  A  security  may  not  be 
called  for  redemption  by  the  Secretary 
of  the  Treasury  prior  to  maturity.  Upon 
the  maturity  of  a  security,  the  Treasury 
will  make  payment  of  the  principal 
amount  and  interest  to  the  owner  there¬ 
of  (1)  by  a  direct  credit  for  its  account 
through  a  member  bank  of  the  Federal 
Reserve  System,  (2)  by  Treasury  check, 
or  (3)  in  accordance  with  other  prior  ar¬ 
rangements  made  by  the  subscriber  with 
the  Bureau  of  the  Public  Debt. 

(b)  Prior  to  maturity.  A  security 
may  be  redeemed  at  the  owner’s  option 
on  one  week’s  notice  after  45  days  from 
the  issue  date  in  the  case  of  a  certificate, 
and  after  one  year  from  the  issue  date  in 
the  case  of  a  note  or  bond.  Where  re¬ 
demption  prior  to  maturity  occurs,  the 
interest  for  the  entire  period  the  security 
was  outstanding  shall  be  calculated  on 
the  basis  of  the  lesser  of  (1)  the  original 
interest  rate  at  which  the  security  was 
issued,  or  (2)  the  interest  rate  that  would 
have  applied  had  the  term  for  the  se¬ 
curity  actually  been  for  the  shorter  pe¬ 
riod.  There  shall  be  deducted  from  the 
redemption  proceeds,  if  necessary,  any 
overpayment  of  interest  resulting  from 
previous  payments  at  a  higher  rate  based 
on  the  original  longer  period  to  maturity. 
In  addition,  a  penalty  shall  be  assessed 
in  all  cases  where  the  current  borrowing 
costs  to  the  Department  of  the  Treasury 


for  the  remaining  period  to  original  ma¬ 
turity  of  the  security  prematurely  re¬ 
deemed  exceeds  the  rate  of  interest 
originally  fixed  for  such  security.  The 
difference  between  the  two  rates  shall  be 
the  applicable  penalty.  It  shall  be  as¬ 
sessed  by  deducting  from  the  redemption 
proceeds  the  amount  required  to  offset 
the  increased  costs  to  finance  the  amount 
being  redeemed.  Where  a  note  or  bond 
is  being  redeemed  prior  to  maturity, 
its  redemption  will  be  effected  only  as 
of  an  interest  payment  date;  no  inter¬ 
est  will  be  paid  for  any  fractional  part 
of  an  interest  period.  A  notice  to  redeem 
a  security  prior  to  the  maturity  date 
must  be  given  by  the  official (s)  author¬ 
ized  to  redeem  it,  as  shown  on  the  sub¬ 
scription  form,  to  the  Bureau  of  the 
Public  Debt,  Division  of  Securities  Op¬ 
erations,  Washington,  D.C.  20226,  by 
letter  or  wire  or  by  telephone  confirmed 
by  wire.  The  telephone  number  is  (202) 
447-1288. 

§  344.3  General  provisions. 

(a)  Regulations.  United  States  Treas¬ 
ury  Certificates  of  Indebtedness — State 
and  Local  Government  Series,  United 
States  'Treasury  Notes — State  and  Local 
Government  Series,  United  States  Treas¬ 
ury  Bonds — State  and  Local  Govern¬ 
ment  Series,  shall  be  subject  to  the 
general  regulations  with  respect  to 
United  States  securities,  which  are  set 
forth  in  the  Department  of  the  Treasury 
Circular  No.  300,  cmrent  revision  (31 
CFR  Part  306),  to  the  extent  applicable. 
Copies  of  the  circular  may  be  obtained 
from  the  Bureau  of  the  Public  Debt, 
Washington,  D.C.  20226,  or  a  Federal 
Reserve  Bank  or  Branch. 

(b)  Fiscal  Agents.  Federal  Reserve 
Banks  and  Branches,  as  fiscal  agents  of 
the  United  States,  are  authorized  to  per¬ 
form  such  services  as  may  be  requested 
of  them  by  the  Secretary  of  the  Treasury 
in  connection  with  the  purchase  of,  and 
transactions  in,  the  securities. 

(c)  Reservations.  The  Secretary  of  the 
Treasury  reserves  the  right  to  reject  any 
application  for  the  purchase  of  securities 
hereunder,  in  whole  or  in  part,  and  to 
refuse  to  issue  or  permit  to  be  issued  any 
such  securities  in  any  case  or  any  class 
or  classes  of  cases  if  he  deems  such  action 
to  be  in  the  public  interest,  and  his  action 
in  any  such  respect  shall  be  final.  The 
Secretary  of  the  Treasury  may  also  at 
any  time,  or  from  time  to  time,  supple¬ 
ment  or  amend  the  terms  of  these  reg¬ 
ulations,  or  of  any  amendments  or  sup¬ 
plements  thereto. 
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would  you 
Hko  to  know 

if  any  changes  have  been  made  in 
certain  titles  of  the  CODE  OF 
FEDERAL  REGULATIONS  without 
reading  the  Federal  Register  every 
day?  If  so,  you  may  wish  to  subscribe 
to  the  “Cumulative  List  of  CFR 
Sections  Affected,”  the  “Federal 
Register  Index,”  or  both. 

Cumulative  List  of  CFR  Sections  Affected 

$10.00 

per  year 

The  “Cumulative  List  of  CFR  Sections 
•  Affected"  is  designed  to  lead  users  of 
^  the  Code  of  Federal  Regulations  to 

^  amendatory  actions  published  in  the 
Federal  Register,  and  is  issued 
monthly  in  cumulative  form.  Entries 
indicate  the  nature  of  the  changes. 

Federal  Register  Index  $8.00 

per  year 

Indexes  covering  the 
contents  of  the  daily  Federal  Register  are 
issued  monthly,  quarterly,  and  annually. 
Entries  are  carried  primarily  under  the 
names  of  the  issuing  agencies.  Significant 
subjects  are  carried  as  cross-references. 

A  finding  aid  is  included  in  each  publication  which  lists 
Federal  Register  page  numbers  with  the  date  of  publication 

in  the  Federal  Register. 

Note  to  FR  Subscribers:  FR  Indexes  and  the 
"Cumulative  List  of  CFR  Sections  Affected"  will  continue 
to  be  mailed  free  of  charge  to  regular  FR  subscribers. 
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Superintendent  of  Documents,  U.S.  Government  Printing  Office,  Washington,  D.C.  20402 

There  is  enclosed  $ _ for _  .  subscriptlon(s)  to  the  publications  checked  below: 
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